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Fund Financial Statements  

 
The Township uses funds to maintain its financial records during the year.  A fund is defined as a fiscal and accounting entity 
with a self-balancing set of accounts.  There are two categories of funds:  Governmental  and Fiduciary.   
 
Governmental Funds:  
Governmental funds are those through which most governmental functions of the Township are financed.  Governmental 
fund reporting focuses on the sources , uses and balances of current financial resources.  Expendable assets are assigned to the 
various governmental funds according to the purpose for which they may or must be used.  Current liabilities are assigned to 
the fund from which they will be paid.  The difference between governmental fund assets and liabilities is reported as fund 
balance.  The following are the Township’s major governmental funds:  
 

 General Fund – This fund accounts for all financial transactions not accounted for in another fund, including the 
general operating expenditures of the local unit.  Revenues are derived primarily from property taxes and state 
revenue.   

 
 Road Fund – This fund is used to account for the receipt and expenditure of property taxes for road maintenance and 

construction.  
 

 Fire Fund – This fund is used to account for the receipt and expenditure of property taxes for fire protection .   
 

Fiduciary Funds:    
Fiduciary fund reporting focuses on net assets and changes in net assets.  The Township’s agency fund account s for assets 
held by the Township for political subdivisions in which the Township acts as fiscal agent for taxes and fines and forfeiture s 
collected and distributed to other political subdivisions.   
 

Notes to Financial Statements  
 

The notes provide additional information that is essential to a full understanding of the data provided on the Township 
government -wide and fund financial statements.   
 

Government -Wide Financial Analysis  
 
Summary of Net Assets:  
 
The following summarizes the net assets of the Township of Tawas at March 31, 2008: 
 

Net Assets Summary  
 

Governmental  
       Activities   
 

Current Assets  $ 617,414   
Capital Assets – net    37,551  
 Total Assets   654,965 
            
Current Liabilities   150   
 
Net Assets       
Invested in Capital Assets   37,551   
Unrestricted   617,264   
 

 Total Net Assets  $ 654,815   
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Summary of Changes in Net Assets:  
 
Following is an analysis of the changes in net assets for 2008.   
 
Generally speaking, the Township’s net assets represent the difference between assets and liabilities.   
 
        Governmental                 
       Activities    
Program Revenues:  
Charges for Services  $ 31,091  
Operating Grants and Contributions   92,567  
 Total Program Revenues   123,658  
 
General Revenues:         
Property Taxes   160,576  
State Revenue Sharing   115,860 
Interest and Investment Earnings   18,984    
Other   1,372  
 Total General Revenues   296,792  
 
Total Revenues   420,450  
 
Program Expenses:  
General Government   63,198  
Public Safety  53,880  
Public Works  218,025  
Community and Economic Development   2,064  
Total Program Expenses   337,167  
 
Change in Net Assets   83,283  
 
Beginning Net Assets   571,532  
 
Ending Net Assets  $         654,815   
 
Governmental Activities  
 
With GASB 34 implementation, this new component of reporting reflects the Statement of Activities and illustrates, by 
department, the expense incurred and revenue received.   
 
Total governmental activities reveal revenues of $123,658 from Charges for Services and Operating Grants and 
Contributions.  The Charges for Services are fees mainly associated with the collection of property taxes, charges for dust 
control, fines and forfeitures, and licenses & permits.  The Operating Grants and Contributions consist mainly of a large 
contribution received from a Township resident to help pay for the cost of a road improvement project.  While revenue 
collected is substantial, operating expenses totaled $337,167 for these same activities.  The largest expenses were incurred by 
General Government offices ($63,198), Public Safety ($53,880), and Public Works ($218,025).   
   

Financial Analysis of Township Funds 
 
As noted earlier in this report, the Township uses fund accounting to ensure and demonstrate compliance with finance -related 
statutory and legal requirements.  A thorough review and examination of fund types will reveal the strengths and weaknesses 
of its daily operations.   
 
Governmental Funds 
Governmental funds are those through which most governmental functions of the Township are financed.  Governmental 
fund reporting focuses on the sources, uses and balances of current financial resources.  The difference between 
governmental fund assets and liabilities is reported as fund balance.  The following are the Township’s major governmental 
funds:  1) General fund – accounts for all financial resources, except those required to be accounted for in another fund.  
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Revenues are derived primarily from property taxes and state revenue; 2) Road Fund – This fund is used to account for the 
receipt and expenditure of property taxes for road maintenance and construction; 3) Fire Fund – This fund is used to account 
for the receipt and expenditure of property taxes for fire protection.   
 
This year’s Township audit, following the GASB 34 format, shows 4 funds.  The Township Clerk maintains these funds as 
separate units in the General Ledger.   
 

Budgetary Highlights  
 

The Township’s budgets are prepared according to Michigan Law.  The most significant budgeted funds are the General 
Fund, Road Fund and Fire Fund. 
 
During the fiscal year ended March 31, 2008 the Township Board amended the budgets of their major governmental funds 
several times, none significantly.  
 
General Fund 
The General Fund actual revenue was $208,353.  That amount is above the original  and final budget estimate of $176,854.  
The General Fund actual expenditures were $89,672, which are below the original budget amount of $91,683 and final 
budget amount of $94,825. 
 
Road Fund 
The Road Fund actual revenue was $137,470.  That amount is above the original and final budget estimate of $134,090.  The 
actual expenditures were $195,568 which are below the original budget amount of $219,261 and the final budget amount of 
$225,487 .   
 
Fire Fund 
The Fire Fund actual revenue was $77,943.  That amount is above the original and final budget estimate of $72,240.  The 
actual expenditures were $49,970 which are below the original and final budget amount of $72,240. 
 

Capital Assets  
 
Of primary interest with this year’s Township financial statement s is the inclusion of “capital assets.”  The Township defines  
capital assets as assets with an initial individual cost of more than $5,000 and an estima ted useful life in excess of five years.  
Such assets are recorded at historical cost or estimated historical cost if purchased or constructed.  Donated capital assets are 
recorded at estimated FMV (fair market value) at the date of donation.   
 
The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend an asset’s life are 
not capitalized.   
 
Capital Assets – Governmenta l Activities beginning  and ending balance was $73,496.  Governmental Activities Total Capital 
Assets – Net of Depreciation was $37,551. 
 

Economic Factors  
 
The Tawas Township Board and management staff is working diligently to keep expenditures down and to maintain revenue 
levels that are within their control.  Property taxes and state revenue account for approximately 85% of the Township’s 
General Fund revenues.  Revenue sharing from the State of Michigan is beyond the control of the Township.  As the revenue 
estimates continue to decline at the state level the Township may lose funds that are currently budgeted.  
 
The Board and staff will continue to monitor revenues and expenditures and take appropriate action to account for changes in 
economic factors.  
 

Requests for Information  
 
This financial report is designed to provide a general overview of the Township’s finances for all those with an interest in the 
government’s finances.  Questions concerning any of the information provided in this report or request s for additional 
financial information should be addressed to the Township of Tawas, 27 S. McArdle, Tawas City, Michigan  48763. 



TOWNSHIP OF TAWAS
Iosco County, Michigan

STATEMENT OF NET ASSETS
March 31, 2008

Governmental
Activities

Assets
Cash and Cash Equivalents  (Note 3) $ 336,916
Investments  (Note 3) 264,112
Receivables:

Property Taxes 12,812
Special Assessments 3,306

Due from Fiduciary Funds (Note 4) 268
Noncurrent Assets:

Capital Assets, Net (Note 5) 37,551
Total Assets 654,965

Liabilities
Accrued Liabilities 150

Net Assets
Invested in Capital Assets 37,551
Unrestricted 617,264

Total Net Assets $ 654,815

The accompanying notes to financial statements are an integral part of this statement.
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TOWNSHIP OF TAWAS
Iosco County, Michigan

STATEMENT OF ACTIVITIES
For the Year Ended March 31, 2008

Net (Expense)
Revenue and

Changes in Net
Assets

Program Revenues
Primary

Government

Function/Program Expenses
Charges for

Services

Operating
Grants and

Contributions
Governmental

Activities

Primary Government
Governmental Activities:

General Government:
Legislative and Executive $ 10,835 $ 0 $ 0 $ (10,835)
Financial and Tax

Administration 35,141 15,088 0 (20,053)
Other General Government 17,222 13,380 0 (3,842)

Public Safety:
Fire 49,970 0 0 (49,970)
Building and Zoning 743 0 0 (743)
Other Public Safety 3,167 0 0 (3,167)

Public Works:
Other Public Works 218,025 2,223 92,567 (123,235)

Community and Economic
Development 2,064 400 0 (1,664)

Total Governmental Activities $ 337,167 $ 31,091 $ 92,567 (213,509)

General Revenue:
Property Taxes Levied For:

General Operating 41,959
Fire Protection 70,588
Roads 48,029

State Revenue Sharing 115,860
Interest and Investment Earnings 18,984
Other 1,372

Total General Revenue 296,792

Change in Net Assets 83,283

Net Assets - Beginning 571,532

Net Assets - Ending $ 654,815

The accompanying notes to financial statements are an integral part of this statement.
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TOWNSHIP OF TAWAS
Iosco County, Michigan

BALANCE SHEET
GOVERNMENTAL FUNDS

March 31, 2008

General Fund Road Fund Fire Fund

Total
Governmental

Funds
ASSETS

Cash and Cash Equivalents  (Note 3) $ 154,158 $ 46,408 $ 136,350 $ 336,916
Investments  (Note 3) 158,902 0 105,210 264,112
Receivables:

Property Taxes 3,847 3,630 5,335 12,812
Special Assessments 3,306 0 0 3,306

Due from Other Funds (Note 4) 268 0 0 268

Total Assets $ 320,481 $ 50,038 $ 246,895 $ 617,414

LIABILITIES AND FUND EQUITY

Liabilities
Accrued Liabilities $ 148 $ 0 $ 2 $ 150
Deferred Revenue 3,306 0 0 3,306

Total Liabilities 3,454 0 2 3,456

Fund Equity
Fund Balances:

Unreserved:

Undesignated, Reported In:
General Fund 317,027 0 0 317,027
Special Revenue Funds 0 50,038 246,893 296,931

Total Fund Equity 317,027 50,038 246,893 613,958

Total Liabilities and Fund Equity $ 320,481 $ 50,038 $ 246,895 $ 617,414

The accompanying notes to financial statements are an integral part of this statement.
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TOWNSHIP OF TAWAS
Iosco County, Michigan

RECONCILIATION OF TOTAL GOVERNMENTAL FUND BALANCES TO
NET ASSETS OF GOVERNMENTAL ACTIVITIES

March 31, 2008

Total Governmental Fund Balances $ 613,958

Amounts reported for governmental activities in the statement of net assets are
different because:

Capital assets used in governmental activities are not financial resources and,
therefore, are not reported as assets in governmental funds.  Capital assets at
year end consist of:

Capital Assset Cost $ 73,496
Accumulated Depreciation (35,945)

37,551

Other assets are not available to pay for current period expenditures and,
therefore, are deferred in the governmental funds:

Special Assessments Receivable 3,306

Total Net Assets - Governmental Activities $ 654,815

The accompanying notes to financial statements are an integral part of this statement.
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TOWNSHIP OF TAWAS
Iosco County, Michigan

STATEMENT OF REVENUE, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS

For the Year Ended March 31, 2008

General Fund Road Fund Fire Fund

Total
Governmental

Funds

Revenue
Property Taxes $ 57,047 $ 48,029 $ 70,588 $ 175,664
State Revenue 119,216 0 0 119,216
Licenses and Permits 2,030 0 0 2,030
Charges for Services 12,406 0 0 12,406
Interest and Rentals 11,399 230 7,355 18,984
Special Assessments 3,316 0 0 3,316
Other Revenue 2,939 89,211 0 92,150

Total Revenue 208,353 137,470 77,943 423,766

Expenditures
Current:

General Government:
Legislative 4,920 0 0 4,920
Chief Executive 5,915 0 0 5,915
Financial and Tax Administration 35,141 0 0 35,141
Other General Government 7,376 0 0 7,376

Public Safety 3,910 0 49,970 53,880
Public Works 22,457 195,568 0 218,025
Community and Economic Development 2,064 0 0 2,064
Other 7,889 0 0 7,889

Total Expenditures 89,672 195,568 49,970 335,210

Excess of Revenue Over (Under) Expenditures 118,681 (58,098) 27,973 88,556

Other Financing Sources (Uses)
Operating Transfers In 0 63,179 0 63,179
Operating Transfers Out (63,179) 0 0 (63,179)

Total Other Financing Sources (Uses) (63,179) 63,179 0 0

Excess of Revenue and Other Sources Over
Expenditures and Other Uses 55,502 5,081 27,973 88,556

Fund Balances - Beginning of Year 261,525 44,957 218,920 525,402

Fund Balances - End of Year $ 317,027 $ 50,038 $ 246,893 $ 613,958

The accompanying notes to financial statements are an integral part of this statement.
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TOWNSHIP OF TAWAS
Iosco County, Michigan

RECONCILIATION OF THE STATEMENT OF REVENUE, EXPENDITURES
AND CHANGES IN FUND BALANCES OF

GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
For the Year Ended March 31, 2008

Total Net Change in Fund Balances - Governmental Funds $ 88,556

Amounts reported for governmental activities in the statement of
activities are different because:

Receivables not currently available are reported as revenue when
collected or when currently available in the fund financial statements
but are recognized as revenue when earned in the government-wide
financial statements:

Special Assessments Revenue (3,316)

Governmental funds report capital outlays as expenditures.  However,
in the statement of activities, the cost of those assets is allocated over
their estimated useful lives as depreciation expense.

Current Year Depreciation Expense (1,957)

Change in Net Assets of Governmental Activities $ 83,283

The accompanying notes to financial statements are an integral part of this statement.
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TOWNSHIP OF TAWAS
Iosco County, Michigan

STATEMENT OF FIDUCIARY ASSETS AND LIABILITIES
FIDUCIARY FUND

March 31, 2008

Tax Collectoin
Fund

ASSETS

Cash and Cash Equivalents  (Note 3) $ 268

LIABILITIES

Due to Other Funds (Note 4) $ 268

The accompanying notes to financial statements are an integral part of this statement.
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TOWNSHIP OF TAWAS
Iosco County, Michigan

NOTES TO FINANCIAL STATEMENTS
For the Year Ended March 31, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the Township of Tawas (Township ) conform to accounting principles generally
accepted in the United States of America (GAAP) applicable to governments.  Private-sector standards of
accounting issued after November 30, 1989, are generally followed in the government-wide  financial statements to
the extent that those standards do not conflict with the standards of the Governmental Accounting Standards
Board. The following is a summary of the significant accounting policies:

A.  Description of Township  Operations and Fund Types

The Township of Tawas operates under an elected Board of five members and provides services to its
residents in many areas including road maintenance and fire protection.  All activities over which the Township
exercises oversight responsibility have been included in the reporting entity.  Oversight responsibility is
determined by factors such as financial interdependency, selection of governing authority, designation of
management, ability to significantly influence operations, and accountability for fiscal matters of the entity.

B.  Reporting Entity

A reporting entity is composed of the primary government, component units, and other organizations that are
included to ensure the financial statements of the Township  are not misleading.  The primary government of
the Township  consists of all funds, departments, boards, and agencies that are not legally separate from the
Township .

Component units are legally separate organizations for which the Township  is financially accountable.  The
Township  is financially accountable for an organization if the Township  appoints a voting majority of the
organization’s governing board and (1) the Township  is able to significantly influence the programs of services
performed or provided by the organization; or (2) the Township  is legally entitled to or can otherwise access the
organization’s resources; the Township  is legally obligated or has otherwise assumed the responsibility to
finance the deficits of, or provide financial support to, the organization; or the Township  is obligated for the debt
of the organization.  Component units may also include organizations for which the Township  approves the
budget, the issuance of debt, or the levying of taxes. The Township does not have any component units.  

C.  Basis of Presentation

The Township ' basic financial statements consist of government-wide financial statements, including a
statement of net assets and a statement of activities, and fund financial statements which provide a more
detailed level of financial information.

Government-Wide Financial Statements

The statement of net assets and the statement of activities display information about the Township  as a whole.
These statements include the financial activities of the primary government , except for fiduciary funds.  For the
most part, the effect of interfund activity has been removed from the statements.  The statements distinguish
between those activities of the Township  that are governmental and those that are considered business-type
activities. Governmental activities are normally supported by taxes and intergovernmental revenues while
business-type activities rely to a significant extent on fees and charges for support.  The Township does not
currently have any business-type activities.
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TOWNSHIP OF TAWAS
Iosco County, Michigan

NOTES TO FINANCIAL STATEMENTS
For the Year Ended March 31, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  (CONTINUED)

C.  Basis of Presentation  (Continued)

The statement of net assets presents the financial condition of the governmental activities of the Township  at
year end.  The statement of activities presents a comparison between direct expenses and program revenues
for each program or function of the Township ’s governmental activities.  Direct expenses are those that are
specifically associated with a service, program, or department and, therefore, clearly identifiable to a particular
function.  Program revenues include charges paid by the recipient of the goods or services offered by the
program and grants and contributions that are restricted to meeting the operational or capital requirements of a
particular program.  Revenues that are not classified as program revenues are presented as general revenues
of the Township , with certain limited exceptions.  The comparison of direct expenses with program revenues
identifies the extent to which each governmental program  is self-financing or draws from the general revenues
of the Township .

Fund Financial Statements

During the year, the Township  segregates transactions related to certain Township  functions or activities in
separate funds in order to aid financial management and to demonstrate legal compliance.  Fund financial
statements are designed to present financial information of the Township  at this more detailed level.  The focus
of governmental fund financial statements is on major funds.  Each major fund is presented in a separate
column.  Fiduciary funds are reported by type, and are excluded from the government-wide financial
statements.

D.  Fund Accounting

The Township  uses funds to maintain its financial records during the fiscal year.  Fund accounting is designed
to demonstrate legal compliance and to aid management by segregating transactions related to certain
Township  functions or activities.  A fund is defined as a fiscal and accounting entity with a self-balancing set of
accounts.  There are two categories  of funds:  governmental and fiduciary .  

Governmental Funds

Governmental funds are those through which most governmental functions of the Township  are financed.
Governmental fund reporting focuses on the sources, uses and balances of current financial resources.
Expendable assets are assigned to the various governmental funds according to the purposes for which they
may or must be used.  Current liabilities are assigned to the fund from which they will be paid.  The difference
between governmental fund assets and liabilities is reported as fund balance.  The following are the
Township ’s major governmental funds:

General Fund - This fund accounts for all financial resources , except those required to be accounted for in
another fund.  Revenues are derived primarily from property taxes and state revenue.

Road Fund - This fund is used to account for the receipt and expenditure of property taxes for road
maintenance and construction. 

Fire Fund - This fund is used to account for the receipt and expenditure of property taxes for fire protection.
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TOWNSHIP OF TAWAS
Iosco County, Michigan

NOTES TO FINANCIAL STATEMENTS
For the Year Ended March 31, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  (CONTINUED)

D.  Fund Accounting  (Continued)

Fiduciary Funds

Fiduciary fund reporting focuses on net assets and changes in net assets.  The Township ’s agency fund
accounts for assets held by the Township  for political subdivisions in which the Township  acts as fiscal agent
for others.  The Township  uses this fund to account for property tax collections.

E.  Measurement Focus

Government-Wide Financial Statements

The government-wide financial statements are prepared using a flow of economic resources measurement
focus.

All assets and all liabilities associated with the operation of the Township  are included on the statement of net
assets.

Fund Financial Statements

All governmental funds are accounted for using a flow of current financial resources measurement focus.  With
this measurement focus, only current assets and current liabilities are generally included on the balance sheet.
The statement of revenue, expenditures, and changes in fund balances reflects the sources (i.e., revenues and
other financial sources) and uses (i.e., expenditures and other financial uses) of current financial resources.
This approach differs from the manner in which the governmental activities of the government-wide financial
statements are prepared.  Governmental fund financial statements, therefore, include a reconciliation with brief
explanations to better identify the relationship between the government-wide statements and the fund financial
statements for governmental funds.

F.  Basis of Accounting

Basis of accounting determines when transactions are recorded in the financial records and reported on the
financial statements.  Government-wide  and fiduciary fund financial statements are prepared using the accrual
basis of accounting.  Governmental funds use the modified accrual basis of accounting.  Differences in the
accrual and modified accrual basis of accounting arise in the recognition of revenue, the recording of deferred
revenue, and in the presentation of expenses versus expenditures.  

Revenues – Exchange and Non-exchange Transactions

Revenues resulting from exchange transactions, in which each party receives essentially equal value, is
recorded on the accrual basis when the exchange takes place.  On a modified accrual basis, revenues are
recorded in the fiscal year in which the resources are measurable and available.  Available means that the
resources will be collected within the current fiscal year or are expected to be collected soon enough thereafter
to be used to pay liabilities of the current fiscal year.  For the Township , available means expected to be
received within 60 days of the fiscal year-end.
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TOWNSHIP OF TAWAS
Iosco County, Michigan

NOTES TO FINANCIAL STATEMENTS
For the Year Ended March 31, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  (CONTINUED)

F.  Basis of Accounting  (Continued)

Nonexchange transactions, in which the Township  receives value without directly giving equal value in return,
include property taxes, sales taxes, grants, entitlements and donations.  On the accrual basis, revenue from
property taxes is recognized in the year for which the taxes are levied.  Revenue from sales taxes is recognized
in the period in which the sales are made.  Revenue from grants, entitlements and donations is recognized in
the fiscal year in which all eligibility requirements have been satisfied.  Eligibility requirements include timing
requirements, which specify the year when the resources are required to be used or the fiscal year when use is
first permitted, matching requirements, in which the Township  must provide local resources to be used for a
specified purpose, and expenditure requirements, in which the resources are provided to the Township  on a
reimbursement basis.  On a modified accrual basis, revenues from nonexchange transactions must also be
available before they can be recognized.

Under the modified accrual basis, the following revenue sources are considered to be both measurable and
available at year-end:  charges for services, licenses and permits, fines and forfeitures, state-levied locally
shared taxes (including sales tax), grants, interest and various other items.

Deferred Revenue

Deferred revenue arises when assets are recognized before revenue recognition criteria have been satisfied.

On governmental fund financial statements, receivables that were not collected within the available period are
recorded as deferred revenue.

Expenses/Expenditures

On the accrual basis of accounting, expenses are recognized at the time they are incurred. 

The measurement focus of governmental fund accounting is on decreases in net financial resources
(expenditures) rather than expenses.  Expenditures are generally recognized in the accounting period in which
the related fund liability is incurred, if measurable.  Allocations of cost, such as depreciation and amortization,
are not recognized in governmental funds.

G.  Cash and Cash Equivalents

For presentation on the financial statements, investments in the cash management pools and investments with
an original maturity of three months or less at the time they are purchased by the Township  are considered to
be cash equivalents.  Investments with an initial maturity of more then three months are reported as
investments.

Investments are reported at fair value, except for repurchase agreements and certificates of deposit which are
reported at cost which approximates fair value.  Fair value is based on quoted market prices.  Mutual funds are
reported at current share price.

H.  Receivables

Receivables generally consist of property taxes and special assessments.   All receivables are net of estimated
uncollectible accounts.  Receivables are recognized to the extent the amounts are determined material and
substantiated, not only by supporting documentation but also by a reasonable systematic method of
determining their existence, completeness, valuation, and collectibility.  
The allowance for doubtful accounts at March 31, 2008 was $0.
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TOWNSHIP OF TAWAS
Iosco County, Michigan

NOTES TO FINANCIAL STATEMENTS
For the Year Ended March 31, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  (CONTINUED)

I.  Interfund Receivables and Payables

On fund financial statements, receivables and payables resulting from short-term interfund loans or interfund
services provided and used are classified as “due from/to other funds”.  Interfund balances within governmental
activities are eliminated on the government-wide statement of net assets.  Balances due from/to fiduciary funds
are reported on the government-wide statement of net assets.

J.  Capital Assets

General capital assets are capital assets which are associated with and generally arise from governmental
activities.  They generally result from expenditures in governmental funds.  General capital assets are reported
in the governmental activities column of the government-wide statement of net assets, but are not reported in
the fund financial statements.  

Capital assets are defined by the government as assets with an initial individual cost of more than $5,000 and
an estimated useful life in excess of five years.  Such assets are recorded at historical cost or estimated
historical cost if purchased or constructed.  Donated capital assets are recorded at estimated fair market value
at the date of donation.

The Township does not possess any infrastructure.  Improvements are capitalized and depreciated over the
remaining useful lives of the related capital assets.  The costs of normal maintenance and repairs that do not
add to the value of the asset or materially extend an asset’s life are not capitalized.

Capital assets are depreciated using the straight-line method over the following useful lives:

Descriptions Estimated Lives

Buildings and Improvements 25 - 50 years
Land Improvements 10 - 20 years

K.  Accrued Liabilities and Long-Term Obligations

All payables, accrued liabilities and long-term obligations are reported in the government-wide financial
statements.  In general, payables and accrued liabilities that will be paid from governmental funds are reported
as a liability in the fund financial statements at the time they are incurred, to the extent that they will be paid
from current, expendable, financial resources.  However, bonds and other long-term obligations, compensated
absences, claims and judgments, contractually required pension contributions and special termination benefits
that are paid from governmental funds are recognized as liabilities in the fund financial statements only to the
extent that they are due for payment during the current year.

L.  Net Assets

Net assets represent the difference between assets and liabilities.  Net assets invested in capital assets
consists of capital assets net of accumulated depreciation .  Net assets are reported as restricted when there
are limitations imposed on their use either through the enabling legislation adopted by the Township  or through
external restrictions imposed by creditors, grantors or laws or regulations of other governments.  The
Township ’s policy is to first apply restricted resources when an expense is incurred for purposes for which both
restricted and unrestricted net assets are available.
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TOWNSHIP OF TAWAS
Iosco County, Michigan

NOTES TO FINANCIAL STATEMENTS
For the Year Ended March 31, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  (CONTINUED)

M.  Interfund Activity

Exchange transactions between funds are reported as revenues in the seller funds and as expenditures/
expenses in the purchaser funds.  Flows of cash or goods from one fund to another without a requirement for
repayment are reported as interfund transfers.  Interfund transfers are reported as other financing
sources/uses in governmental funds.  Repayments from funds responsible for particular expenditures/
expenses to the funds that initially paid for them are not presented on the financial statements.

N.  Extraordinary and Special Items

Extraordinary items are transactions or events that are both unusual in nature and infrequent in occurrence.
Special items are transactions or events that are within the control of the Board and that are either unusual in
nature or infrequent in occurrence.  Neither type of transaction occurred during the fiscal year ended March 31,
2008.

O.  Budgets and Budgetary Accounting

The Township of Tawas normally follows these procedures in establishing the budgetary data reflected in the
financial statements.

1. Prior to March 1, the Township Clerk submits to the Township Board a proposed  operating budget for
the fiscal year commencing the following April 1.  This operating budget includes proposed
expenditures and the means of financing them.

2. Public hearings are conducted at the governmental center to obtain taxpayer comments.

3. Prior to April 1, the budget is legally enacted through passage of an ordinance .

4. All budget appropriations lapse at year-end.  Budgetary amounts reported herein are as originally
adopted, and as amended by the Township Board throughout the operating year.

The Township  adopts budgets for the General Fund and Special Revenue Funds.

The budgets of the Township  are prepared on the same basis of accounting as the financial statement
presentation.  The budgets were adopted at the activity  level.

Budgets shown in the financial statements are adopted on a basis consistent with generally accepted
accounting principles, and consist only of those amounts contained in the formal budget approved and
amended by the Township Board.

P.  Use of Estimates

The process of preparing financial statements in conformity with accounting principles generally accepted in
the United States of America requires the use of estimates and assumptions that affect the amounts reported
in the financial statements and accompanying notes.  Such estimates primarily relate to unsettled transactions
and events as of the date of the financial statements.  Accordingly, upon settlement, actual results may differ
from estimated amounts.
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TOWNSHIP OF TAWAS
Iosco County, Michigan

NOTES TO FINANCIAL STATEMENTS
For the Year Ended March 31, 2008

NOTE 2 - CHANGE IN ACCOUNTING PRINCIPLES

Change in Accounting Principles

For 2008, the Township  has implemented Governmental Accounting Standards Board (GASB) Statement Number
34, “Basic Financial Statements-and Management’s Discussion and Analysis-for State and Local Governments”;
GASB Statement No. 37, “Basic Financial Statements and Management’s Discussion and Analysis for State and
Local Governments:  Omnibus”; and GASB Statement No. 38, “Certain Financial Statement Note Disclosures” in
their entirety as required by the Local Audit and Finance Division of the Treasury Department of the State of
Michigan.

GASB Statement No. 34 creates new basic financial statements for reporting on the Township 's financial activities.
The financial statements include government-wide financial statements prepared on the accrual basis of
accounting.  The government-wide financial statements split the Township ’s programs between governmental
activities and business type activities.  The Township does not currently have any business-type activities.

GASB Statement No. 37 makes certain clarifications regarding escheat property and modifies several provisions
of GASB Statement No. 34, including the Management’s Discussion and Analysis.  GASB Statement No. 38
modifies, establishes, and rescinds certain financial statement disclosure requirements.

NOTE 3 - DEPOSITS AND INVESTMENTS

At year-end, the Township ’s deposits and investments were reported in the basic financial statements in the
following categories:

Governmental
Activities

Fiduciary
Funds

Total Primary
Government

Cash and Cash Equivalents $ 336,916 $ 268 $ 337,184
Investments 264,112 0 264,112

Total $ 601,028 $ 268 $ 601,296

The breakdown between deposits and investments is as follows:

Primary
Government

Bank Deposits  (Checking and Savings Accounts and
Certificates of Deposit) $ 457,877

Investments  in Finanical Institution Pooled Funds 143,419

Total $ 601,296

As of March 31, 2008, the Township  had the following investments.

Investment Type
Fair

Value
Specific Identification

Maturities

Primary Government:

Investment Pools $ 143,419 Daily
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TOWNSHIP OF TAWAS
Iosco County, Michigan

NOTES TO FINANCIAL STATEMENTS
For the Year Ended March 31, 2008

NOTE 3 - DEPOSITS AND INVESTMENTS  (CONTINUED)

Interest Rate Risk

In accordance with its investment policy, the Township  will minimize interest rate risk, which is the risk that the
market value of securities in the portfolio will fall due to changes in market interest rates, by; structuring the
investment portfolio so that securities mature to meet cash requirements for ongoing operations, thereby avoiding
the need to sell securities in the open market; and investing operating funds primarily in shorter-term securities,
liquid asset funds, money market mutual funds, or similar investment pools and limiting the average maturity in
accordance with the Township ’s known cash requirements.

Credit Risk

State law authorizes investments in investment pools as authorized by the Surplus Funds Investment Pool Act, Act
No. 367 of the Public Acts of 1982, being sections 129.111 to 129.118 of the Michigan Compiled Laws, composed
entirely of instruments that are legal for direct investment by a local government unit in Michigan.  The Township ’s
investment pools are unrated.

Custodial Credit Risk - Deposits

In the case of deposits, this is the risk that in the event of a bank failure, the Township ’s deposits may not be
returned to it.  As of March 31, 2008, $157,922  of the Township 's bank balance of $457,922  was exposed to
custodial credit risk because it was uninsured and uncollateralized.

Concentration of Credit Risk

The Township  will minimize concentration of credit risk, which is the risk of loss attributed to the magnitude of the
Township ' investment in a single issuer, by diversifying the investment portfolio so that the impact of potential
losses from any one type of security or issuer will be minimized.  The Township investment policy does not allow
more than 50% of the total investment portfolio to be invested in a single security type or with a single financial
institution, with the exception of U.S. Treasury Securities and authorized pools.  The Township is in commpliance
with this requirement.   

Custodial Credit Risk – Investments

For an investment, this is the risk that, in the event of the failure of the counterparty, the Township  will not be able
to recover the value of its investments or collateral securities that are in the possession of an outside party.

The Township  will minimize custodial credit risk, by; limiting investments to the types of securities approved in the
Township ' investment policy which is in accordance with State law.

Foreign Currency Risk

The Township ’s investment policy does not address foreign currency risk.

Investments

The Township  Board has adopted an investment policy in accordance with Act 196, PA 1997 which authorizes the
Township  to deposit and invest in the following:

λ Accounts of federally insured banks, credit unions and savings and loan associations

λ Bonds and other direct obligations of the United States or an agency or instrumentality of the United States
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TOWNSHIP OF TAWAS
Iosco County, Michigan

NOTES TO FINANCIAL STATEMENTS
For the Year Ended March 31, 2008

NOTE 3 - DEPOSITS AND INVESTMENTS  (CONTINUED)

Investments  (Continued)

λ United States government or federal agency obligation repurchase agreements

λ Banker's acceptances of United States banks

λ Commercial paper rated within the two highest classifications by not less than two standard rating services

which mature not more than 270 days after the date of purchase

λ Mutual funds registered under the Investment Company Act of 1940, Title I of Chapter 686, 54 Stat. 789 15

U.S.C. 80a-1 to 80a-3 and 80a-4 to 80a-64 with the authority to purchase only investment vehicles that are

legal for direct investment by a public corporation

Michigan law requires that public funds may not be deposited in financial institutions that do not maintain an office
in Michigan.  The Township ' deposits and investments are in accordance with statutory authority.

NOTE 4 - INTERFUND RECEIVABLES AND PAYABLES

The amounts of interfund receivables and payables as of March 31, 2008 were as follows:

Fund
Interfund

Receivable
Interfund
Payable

Major Governmental Funds:
General Fund $ 268 $ 0

Fiduciary Funds 0 268

$ 268 $ 268

The amounts of interfund receivables and payables for individual funds as of March 31, 2008 were as follows:

Fund
Interfund

Receivable Fund
Interfund
Payable

General Fund $ 268 Tax Collection Fund $ 268

These balances result from the time lag between the dates that fiduciary funds collect property taxes and the
dates payments are made to the government funds.

 - 21 - 



TOWNSHIP OF TAWAS
Iosco County, Michigan

NOTES TO FINANCIAL STATEMENTS
For the Year Ended March 31, 2008

NOTE 5 - CAPITAL ASSETS

Capital asset activity of the primary government for the fiscal year ended March 31, 2008, was as follows:

Balance
04/01/07 Additions Deletions

Balance
03/31/08

Governmental Activities
Capital Assets Not Being Depreciated:

Land $ 32 $ 0 $ 0 $ 32

Capital Assets Being Depreciated:
Land Improvements 15,334 0 0 15,334
Buildings and Improvements 58,130 0 0 58,130
Subtotal 73,464 0 0 73,464

Less Accumulated Depreciation for:
Land Improvements (9,283) (504) 0 (9,787)
Buildings and Improvements (24,705) (1,453) 0 (26,158)
Subtotal (33,988) (1,957) 0 (35,945)

Capital Assets Being Depreciated 39,476 (1,957) 0 37,519

Governmental Activities Total
Capital Assets - Net of Depreciation $ 39,508 $ (1,957) $ 0 $ 37,551

Depreciation expense was charged to programs of the primary government as follows:

Governmental Activities
General Government:

Other General Government $ 1,957

NOTE 6 - PROPERTY TAXES

Property taxes include amounts levied against all real property and tangible personal property located in the
Township . Properties are assessed as of December 31 and the related property taxes become a lien on
December 1 of the following year. These taxes are due on February 14 with the final collection date of February 28
before they are added to the County tax rolls. For the current year, the taxable value for properties located within
the Township  was $48,732,488 . The 2007 operating tax rates are currently .8470 for operations, .9898 mills for
roads, and 1.4547 mills for fire proteciton . 

NOTE 7 - OPERATING TRANSFERS

During the year ended March 31, 2008, the following transfers were made:

Description
Operating

Transfers In
Operating

Transfers Out

Major Funds
Major Governmental Funds:

General Fund $ 0 $ 63,179
Road Fund 63,179 0

Total Major Funds $ 63,179 $ 63,179
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TOWNSHIP OF TAWAS
Iosco County, Michigan

NOTES TO FINANCIAL STATEMENTS
For the Year Ended March 31, 2008

NOTE 7 - OPERATING TRANSFERS  (CONTINUED)

During the year ended March 31, 2008, the following individual fund transfers were made:

Fund Transfer In Fund Transfer Out

Road Fund $ 63,179 General Fund $ 63,179

Transfers are used to move revenues from the fund that statute or budget requires to collect them to the fund that
statute or budget requires to expend them, and use unrestricted revenues collected in the General Fund to finance
various programs accounted for in other funds in accordance with budgetary authorizations.

NOTE 8 - EXCESS OF EXPENDITURES OVER APPROPRIATION IN BUDGETARY FUNDS

P.A. 621 of 1978, Section 18(1), as amended, provides that a local unit shall not incur expenditures in excess of
the amount appropriated.

In the body of the financial statements, the Township 's actual expenditures and budgeted expenditures for the
budgetary funds have been shown on an activity  basis.  The approved budgets of the Township  for these
budgetary funds were adopted at the activity  level.

During the year ended March 31, 2008, the Township  incurred expenditures which were in excess of the amounts
appropriated as follows:

Fund/Activity
Total

Appropriations
Amount of

Expenditures
Budget

Variance

General Fund/Operating Transfers
Out $ 0 $ 63,179 $ 63,179

NOTE 9 - RETIREMENT PLAN

The Township has a non-standardized money purchase pension plan with Municipal Retirement Systems, Inc.
effective July 1, 1991.  All full-time employees are covered under the plan.  Eligibility to become a participant is
limited to those employees who, on the effective date or on any anniversary date, have attained age 18.  Vesting is
100% upon entering the plan.

The Township is currently contributing an amount equal to 12% of the employee's gross earnings.

During the  year, the Township's required and actual contributions amounted to $2,639, which was 12% of its
current year covered payroll.  No pension provision changes occured during the year that affected the required
contributions to be made by the Township.

NOTE 10 - UNEMPLOYMENT COMPENSATION

The Township  is subject to the Michigan Employment Security Act and has elected the reimbursement method of
financing.  Under this method, the Township  must reimburse the Employment Agency for all benefits charged
against the Township .  Accrued unemployment compensation was $0 as of March 31, 2008.
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TOWNSHIP OF TAWAS
Iosco County, Michigan

NOTES TO FINANCIAL STATEMENTS
For the Year Ended March 31, 2008

NOTE 11 - RISK MANAGEMENT

The Township  is exposed to various risks of loss related to property loss, torts, errors and omissions, employee
injuries and natural disasters .  The Township  has purchased commercial insurance for risks of loss. Settled claims
for the commercial insurance have not exceeded the amount of insurance coverage in any of the past three years.
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TOWNSHIP OF TAWAS
Iosco County, Michigan

STATEMENT OF REVENUE, EXPENDITURES AND
CHANGES IN FUND BALANCES - BUDGET AND ACTUAL

GENERAL FUND
For the Year Ended March 31, 2008

Original
Budget

Final
Amended

Budget Actual

Variance -
Favorable

(Unfavorable)
Revenue

Property Taxes $ 52,854 $ 52,854 $ 57,047 $ 4,193
State Revenue 103,000 103,000 119,216 16,216
Licenses and Permits 1,880 1,880 2,030 150
Charges for Services 11,400 11,400 12,406 1,006
Interest and Rentals 6,300 6,300 11,399 5,099
Special Assessments 0 0 3,316 3,316
Other Revenue 1,420 1,420 2,939 1,519

Total Revenue 176,854 176,854 208,353 31,499

Expenditures
Current:

General Government:
Legislative 5,152 5,640 4,920 720
Chief Executive 5,935 5,935 5,915 20
Financial and Tax Administration 36,572 37,959 35,141 2,818
Other General Government 6,035 8,011 7,376 635

Public Safety 4,028 4,028 3,910 118
Public Works 19,630 22,482 22,457 25
Community and Economic Development 2,106 2,219 2,064 155
Other 12,225 8,551 7,889 662

Total Expenditures 91,683 94,825 89,672 5,153

Excess of Revenue Over Expenditures 85,171 82,029 118,681 36,652

Other Financing Uses
Operating Transfers Out 0 0 (63,179) (63,179)

Excess of Revenue Over Expenditures and Other
Uses 85,171 82,029 55,502 (26,527)

Fund Balances - Beginning of Year 261,525 261,525 261,525 0

Fund Balances - End of Year $ 346,696 $ 343,554 $ 317,027 $ (26,527)
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TOWNSHIP OF TAWAS
Iosco County, Michigan

STATEMENT OF REVENUE, EXPENDITURES AND
CHANGES IN FUND BALANCES - BUDGET AND ACTUAL

ROAD FUND - SPECIAL REVENUE FUND
For the Year Ended March 31, 2008

Original
Budget

Final
Amended

Budget Actual

Variance -
Favorable

(Unfavorable)
Revenue

Property Taxes $ 44,830 $ 44,830 $ 48,029 $ 3,199
Interest and Rentals 50 50 230 180
Other Revenue 89,210 89,210 89,211 1

Total Revenue 134,090 134,090 137,470 3,380

Expenditures
Current:

Public Works 219,261 225,487 195,568 29,919

Excess of Revenue Over (Under) Expenditures (85,171) (91,397) (58,098) 33,299

Other Financing Sources
Operating Transfers In 0 0 63,179 63,179

Excess of Revenue and Other Sources Over (Under)
Expenditures (85,171) (91,397) 5,081 96,478

Fund Balances (Deficit) - Beginning of Year 44,957 44,957 44,957 0

Fund Balances (Deficit) - End of Year $ (40,214) $ (46,440) $ 50,038 $ 96,478
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TOWNSHIP OF TAWAS
Iosco County, Michigan

STATEMENT OF REVENUE, EXPENDITURES AND
CHANGES IN FUND BALANCES - BUDGET AND ACTUAL

FIRE FUND - SPECIAL REVENUE FUND
For the Year Ended March 31, 2008

Original
Budget

Final
Amended

Budget Actual

Variance -
Favorable

(Unfavorable)
Revenue

Property Taxes $ 67,240 $ 67,240 $ 70,588 $ 3,348
Interest and Rentals 5,000 5,000 7,355 2,355

Total Revenue 72,240 72,240 77,943 5,703

Expenditures
Current:

Public Safety 72,240 72,240 49,970 22,270

Excess of Revenue Over Expenditures 0 0 27,973 27,973

Fund Balances - Beginning of Year 218,920 218,920 218,920 0

Fund Balances - End of Year $ 218,920 $ 218,920 $ 246,893 $ 27,973
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